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SMITH
WALLACEI

Independent Auditors Report

Board of Directors

Nicol Investors Corporation

Granite City Illinois

Report on the Financial Statements

We have audited the accompanying statement of financial condition of Nicol Investors Corporation the

Company as of December 31 2012 and the related statements of operations changes in stockholders

equity and cash flows for the year then ended and the related notes to the financial statements that you are

filing pursuant to Rule 7a-5 under the Securities Exchange Act of 1934

Managements Responsibility for the Financial Statements

Management is responsible
for the preparation and fair presentation

of these financial statements in

accordance with accounting principles generally accepted in the United States of America this includes the

design implementation and maintenance of internal control relevant to the preparation and fair presentation of

financial statements that are free from material misstatement whether due to fraud or error

Auditors Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit We conducted our

audit in accordance with auditing standards generally accepted in the United States of America Those

standards require that we plan and perform the audit to obtain reasonable assurance about whether the

financial statements are free of material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the

financial statements The procedures selected depend on the auditors judgment including the assessment of

the risks of material misstatement of the financial statements whether due to fraud or error In making those

risk assessments the auditor considers internal control relevant to the entitys preparation and fair presentation

of the financial statements in order to design audit procedures that are appropriate
in the circumstances but not

for the purpose of expressing an opinion on the effectiveness of the entitys internal control Accordingly we

express no such opinion An audit also includes evaluating the appropriateness of accounting policies used and

the reasonableness of significant accounting estimates made by management as well as evaluating the overall

presentation of the financial statements

We believe that the audit evidence we have obtained is sufficient and appropriate to provide basis for our

audit opinion

MEMBER AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS AND AN INDEPENDENT FIRM

ASSOCIATED WITH THE NORTH AMERICAN REGION OF MOORE STEPHENS INTERNATIONAL LIMITED

KNOWN INTERNATIONALLY AS MOORE STEPHENS BROWN SMITH WALLACE LLC



Opinion

In our opinion the financial statements referred to above present fairly in all material respects the

financial position of Nicol Investors Corporation as of December 31 2012 and the results of its

operations and its cash flows for the year then ended in conformity with accounting principles generally

accepted in the United States of America

Supplemental Information

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken

as whole The supplemental information included in the accompanying schedule required by Rule 7a-

under the Securities Exchange Act of 1934 is presented for purposes of additional analysis and is not

required part
of the basic financial statements Such information is the responsibility of management and

was derived from and relates directly to the underlying accounting and other records used to prepare

the financial statements The information has been subjected to the auditing procedures applied
in the

audit of the financial statements and certain additional procedures including comparing and reconciling

such information directly to the underlying accounting and other records used to prepare the financial

statements or to the financial statements themselves and other additional procedures in accordance with

auditing standards generally accepted in the United States of America In our opinion the information is

fairly stated in all material respects to the financial statements as whole

iMX7 JcThUU
St Louis Missouri

February 25 2013



NICOL INVESTORS CORPORATION

Statement of Financial Condition

December 31 2012

ASSETS

Cash and cash equivalents

Commissions receivable

Deposits with clearing organization

Property and equipment net of accumulated

depreciation of $15170

Prepaid expenses and other assets

TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS EQUITY

Liabilities

Commissions payable

Accrued expenses

Dues collected in advance

38242

47802

15000

5859

7909

114812

50516

8848

13471

Total Liabilities
72835

Stockholders Equity

Common stock $0.25 par value authorized 400000

shares 160952 shares issued and outstanding

Additional paid-in capital

Accumulated deficit

Total Stockholders Equity 41977

TOTAL LIABILITIES AND STOCKHOLDERS

EQUITY 114812

40238

188162

186423

The accompanying notes are an integral part
of these financial statements
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NICOL INVESTORS CORPORATION

Statement of Operations

Year ended December 31 2012

Revenues

Commissions and trail revenue 831915

Other income 25112

Total Revenues 857027

Expenses

Commissions 653018

Salaries and wages 127670

Occupancy rental 12600

Depreciation 1850

Insurance 2990

License and fees 1988

Professional fees 14795

Travel and entertainment 417

Office expense 10924

Training and meetings 1851

Brokerage and FINRA fees 17014

Website and email expense 11224

Miscellaneous 14090

Total Expenses 870431

NET LOSS 13404

The accompanying notes are an integral part
of these financial statements
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NICOL INVESTORS CORPORATION

Statement of Changes in Stockholders Equity

Year ended December 31 2012

Common Stock

Shares Amount

Additional Total

Paid-In Accumulated Stockholders

Capital Deficit Equity

The accompanying notes are an integral part of these financial statements

Balance at December 31 2011

Net loss

Balance at December 31 2012

160952 40238 188162 173019 55381

13404 13404

160952 40238 188162 186423 41977
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NICOL INVESTORS CORPORATION

Statement of Cash Flows

Year ended December 31 2012

Cash flows from operating activities

Net loss 13404
Adjustments to reconcile net loss to net cash used in

operating activities

Depreciation 1850

Increase decrease in operating assets

Commissions receivable 2000
Deposits prepaid expenses and other assets 3843

Increase decrease in operating liabilities

Commissions payable 18618

Accrued expenses 244
Dues collected in advance 6594

Net cash used in operating activities 5617

Cash flows from investing activities

Purchases of property and equipment 1008

Net cash used in financing activities 1008

DECREASE IN CASH AND CASH EQUIVALENTS 6625

Cash and cash equivalents beginning of year 44867

Cash and cash equivalents end of year 38242

The accompanying notes are an integral part of these financial statements

-6-



NICOL INVESTORS CORPORATION

Notes to Financial Statements

December 31 2012

Note Summary of Significant Accounting and Reporting Policies

Nature of Operations

Nicol Investors Corporation the Company is broker-dealer registered
with the

Securities and Exchange Commission SEC and is member of the Financial Industry

Regulatory Authority F1NRA The Company is an Illinois corporation operated from

Granite City Illinois and operating in various states throughout the United States The

Company is wholly-owned subsidiary of Nicol Enterprises Inc the Holding

Company

The Company offers mutual funds and variable annuity contracts on an application-way

basis to retail clients The Company also offers its clients the ability to open general

securities accounts through clearing broker-dealer The Companys primary focus is to

provide financial advice to middle income families

With respect to this activity the Company promptly forwards all funds and securities

received and does not otherwise hold funds or securities for or owe money or securities

to customers and does not otherwise carry customer accounts Accordingly the Company

is exempt from Rule 5c3-3 under the Securities Exchange Act of 1934

Cash and Cash Equivalents

For purposes of reporting cash flows the Company considers all highly liquid debt

instruments purchased with maturity of three months or less to be cash equivalents

The Companys cash and cash equivalents are on deposit in various financial

institutions At times bank deposits may be in excess of federally insured limits

Property and Equipment

Property and equipment are carried at cost less accumulated depreciation Expenditures

for maintenance repairs and minor renewals are charged to operations as incurred

expenditures for betterments and major renewals are charged to the property and

equipment accounts

Depreciation of equipment is computed using the straight-line method over the estimated

useful lives of the assets Depreciation expense for the year ended December 31 2012

was $1850

When assets are retired or otherwise disposed of the costs and related accumulated

depreciationlamortization is removed from the accounts gains or losses resulting

therefrom are included in the statement of operations

-7-



NICOL INVESTORS CORPORATION

Notes to Financial Statements Continued

December31 2012

Note Summary of Significant Accounting and Reporting Policies Continued

Dues Collected in Advance

Dues collected in advance represents monies collected upfront by the Company during the

current year from their registered associates for various dues and licensing fees related to

2013 and are recorded as other income when earned

Securities Transactions and Commissions

Securities transactions and commission revenues and related expenses are recorded on

settlement date basis At December 31 2012 management considers all commissions

receivable as collectible therefore an allowance for uncollectible amounts is not

necessary

Income Taxes

The Company has elected to be taxed under the provisions of Subchapter of the Internal

Revenue Code Under those provisions the Company does not pay federal corporate

income taxes on its taxable income Instead the stockholder is liable for federal income

taxes on taxable income

The Company has addressed the provisions of ASC 740-10 Accounting for Income

Taxes In that regard the Company has evaluated its tax positions expiring statutes of

limitations audits proposed settlements changes in tax law and new authoritative

rulings and believes that no provision for income taxes is necessary at this time to cover

any uncertain tax positions Tax years that remain subject to examination by major tax

jurisdictions are 2009 through 2012

Use of Estimates in Preparation of Financial Statements

The preparation of financial statements in conformity with accounting principles

generally accepted in the United States of America requires management to make

estimates and assumptions that affect the reported amounts of assets and liabilities and

disclosure of contingent assets and liabilities at the date of the financial statements and

the reported amounts of revenues and expenses during the reporting period Actual

results could differ from those estimates

Subsequent Events

The Company evaluated all subsequent events through February 25 2013 the date the

financial statements were available to be issued

-8-



NICOL INVESTORS CORPORATION

Notes to Financial Statements Continued

December31 2012

Note Clearing Broker-Dealer Deposits

The Company is contractually obligated to maintain deposit account at its clearing

broker-dealer Steme Agee Leach Inc Steme Agee As designated by the terms of

the agreement the deposit account shall at all times contain cash qualified securities or

combination of both having market value of at least $15000 This amount is included in

deposits with clearing organization in the accompanying statement of financial condition

Note Net Capital Requirements

The Company is subject to the Securities and Exchange Commissions Uniform Net

Capital Rule SEC Rule 5c3- of the Securities Exchange Act of 1934 which requires

the maintenance of minimum Net Capital Under the Rule the Company is required to

maintain minimum Net Capital as defined equal to the greater of $5000 or 2/3% of

aggregate indebtedness and the ratio of aggregate indebtedness to net capital cannot

exceed 15 to

At December 31 2012 the Company had Net Capital of $28209 which was $23209 in

excess of its required Net Capital of $5000 The Companys ratio of aggregate

indebtedness to Net Capital was 2.58 to

The Company is exempt from the provisions of SEC Rule 5c3-3 under the Securities

Exchange Act of 1934 in that the Companys activities are limited to those set forth in

the conditions for exemption appearing in paragraph ii of the Rule As an

introducing broker the Company clears customer transactions on fully disclosed basis

with Sterne Agee

Note Lease Commitments

The Company renewed lease with related party majority stockholder in the Holding

Company for office space with term of 12 months beginning January 2012 and

originally scheduled to expire December 31 2012 new lease was entered into as of

October 2012 for 15 month term The Company expensed $12600 related to this

lease during 2012 For 2013 the future minimum annual lease payments required under

the lease total $14400

-9-



NICOL INVESTORS CORPORATION

Notes to Financial Statements Continued

December31 2012

Note Related Parties

The Company had the following related party transactions during 2012 Related parties

are defined as stockholders who own greater than 5% of the Holding Companys

common stock

Commissions expense 239021

Occupancy and equipment rental expense 12600

Salaries and professional fees 12045

Commissions payable to related parties at December 31 2012 is $21564 and has been

included in the accompanying statement of financial condition

Note Financial Instruments with Off-Balance Sheet Risk

The Companys customers accounts are carried by the carrying broker-dealer Execution

and clearing services are also performed by the carrying broker-dealer The agreement

between the Company and the carrying broker-dealer stipulates that all losses resulting

from the Companys customers inability to fulfill their contractual obligations are the

responsibility of the Company As designated by the terms of the arrangement the

Company carries deposit with the broker-dealer in the amount of $15000 see Note

Note SIPC Annual Assessment

The Company is member of the Securities and Investor Protection Corporation and

has remitted all required assessments

-10-
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NICOL INVESTORS CORPORATION

Schedule Computation of Net Capital Under

Rule 15c3-1 of the Securities and Exchange Commission

December 31 2012

See Independent Auditors Report

COMPUTATION OF NET CAPITAL

Total stockholders equity from Statement of Financial Condition

Deductions and/or charges

Non-allowable assets

Prepaid expenses property and equipment and other assets

Total net capital

COMPUTATION OF AGGREGATE INDEBTEDNESS

Items included in statement of financial condition

Commissions payable

Accrued expenses

Dues collected in advance

Total aggregated indebtedness

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Minimum net capital required

Excess net capital

Excess net capital at 1000%

Ratio of aggregate indebtedness to net capital

41977

13768

28209

50516

8848

13471

72835

5000

23209

20926

2.58to1

Statement Pursuant to Paragraph d4 of Rule 17a-5

There are no material differences between this computation of net capital pursuant to Rule 5c3- and

the corresponding computation prepared by Nicol Investors Corporation and included in the

Companys unaudited Part hA FOCUS report filing as of December 31 2012 as amended

11
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SMITH
WALLACEI

SUPPLEMENTAL REPORT ON INTERNAL CONTROL REQUIRED BY

SEC RULE 7A-5 FOR BROKER-DEALER CLAIMING AN

EXEMPTION FROM SEC RULE 15c3-3

Board of Directors

Nicol Investors Corporation

Granite City Illinois

In planning and performing our audit of the financial statements of Nicol Investors Corporation the

Company as of and for the year ended December 31 2012 in accordance with auditing standards

generally accepted in the United States of America we considered its internal control over financial

reporting internal control as basis for designing our auditing procedures for the purpose of expressing

our opinion on the financial statements but not for the purpose of expressing an opinion on the

effectiveness of the Companys internal control Accordingly we do not express an opinion on the

effectiveness of the Companys internal control

Also as required by Rule 17a-5g1 of the Securities and Exchange Commission SEC we have made

study of the practices and procedures followed by the Company including consideration of control

activities for safeguarding assets This study included tests of such practices and procedures that we

considered relevant to the objectives stated in Rule 17a-5g in making the periodic computations of

aggregate indebtedness or aggregate debits and net capital under Rule 17a-3a1 and for determining

compliance with the exemptive provisions of Rule 5c3-3 Because the Company does not carry securities

accounts for customers or perform custodial functions relating to customer securities we did not review

the practices and procedures followed by the Company in any of the following

Making quarterly securities examinations counts verifications and comparisons and recordation of

differences required by Rule 17a-13

Complying with the requirements for prompt payment for securities under Section of Federal

Reserve Regulation of the Board of Governors of the Federal Reserve System

Management of the Company is responsible for establishing and maintaining internal control and the

practices and procedures referred to in the preceding paragraph In fulfilling this responsibility estimates

and judgments by management are required to assess the expected benefits and related costs of controls

and of the practices and procedures referred to in the preceding paragraph and to assess whether those

practices and procedures can be expected to achieve the SECs above-mentioned objectives Two of the

objectives of internal control and the practices and procedures are to provide management with reasonable

but not absolute assurance that assets for which the Company has responsibility are safeguarded against

loss from unauthorized use or disposition and that transactions are executed in accordance with

managements authorization and recorded properly to permit the preparation of financial statements in

conformity with accounting principles generally accepted in the United States of America Rule 17a-5g

lists additional objectives of the practices and procedures listed in the preceding paragraph

MEMBER AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS AND AN INDEPENDENT FIRM

ASSOCIATED WITH THE NORTH AMERICAN REGION OF MOORE STEPHENS INTERNATIONAL LIMITED

KNOWN INTERNATIONALLY AS MOORE STEPHENS BROWN SMITH WALLACE LLC



Because of inherent limitations in internal control and the practices and procedures referred to above

errors or fraud may occur and not be detected Also projection
of any evaluation of them to future

periods is subject to the risk that they may become inadequate because of changes in conditions or

that the effectiveness of their design and operation may deteriorate

deficiency in internal control exists when the design or operation of control does not allow

management or employees in the normal course of performing their assigned functions to prevent or

detect misstatements on timely basis signIcant deficiency is deficiency or combination of

deficiencies in internal control that is less severe than material weakness yet important enough to

merit attention by those charged with governance

material weakness is deficiency or combination of deficiencies in internal control such that

there is reasonable possibility that material misstatement of the entitys financial statements will

not be prevented or detected and corrected on timely basis

Our consideration of the Companys internal control was for the limited purpose described in the first

and second paragraphs and would not necessarily identify all deficiencies in internal control that

might be material weaknesses We did not identify any deficiencies in the Companys internal

control and control activities for safeguarding securities that we consider to be material weakness

as defined above

We understand that practices and procedures that accomplish the objectives referred to in the second

paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with

the Securities Exchange Act of 1934 and related regulations and that practices and procedures that

do not accomplish such objectives in all material respects indicate material inadequacy for such

purposes Based on this understanding and on our study we believe that the Companys practices

and procedures were adequate at December 31 2012 to meet the SECs objectives

This report is intended solely for the information and use of the Board of Directors management the

SEC the Financial Industry Regulatory Authority and other regulatory agencies that rely on Rule

7a-5g under the Securities Exchange Act of 1934 in their regulation of registered
brokers and

dealers and is not intended to be and should not be used by anyone other than these specified parties

P\AMk iCLk

St Louis Missouri

February 25 2013



Securities Fxchange Commission

450 5th Street NW
Washington DC 20549

RF Annual Financial Audit

Nicol Investors Corporation Crd1 23111

Dear Sirs

02/27/201

Please find the enclosed 2012 Financial Statement for Nicol Investors Corporation Crd123 111 ihank you fiji

sour prompt attention If you has any questions or concerns please contact the below numbers

Sincerely

Nh ol Investors Corporation

Executive Park Box 907 Granite City IL 620400907
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colinancialcom
Securities offered through Nicol investors orporation NIC

Member FINRA SIP

Kes in Moo \sooiato Inc Moo Sdsisoi orporation NAC and NIC are subsidiaries ofNicoi i-nterpriss inc NI dba Ni oil inancial Srtsioo
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SMITH
WALLACE_

IndependentAccountants Report on Applying

Agreed-Upon Procedures

Board of Directors

Nicol Investors Corporation

Granite City IL

In accordance with Rule 17a-5e4 under the Securities Exchange Act of 1934 we have

performed the procedures enumerated below with respect to the accompanying Schedule

of Assessment and Payments Assessment Reconciliation Form SIPC-7 to the

Securities Investor Protection Corporation SIPC for the Year Ended December 31

2012 which were agreed to by management and the Board of Directors of Nicol

Investors Corporation the Company the Securities and Exchange Commission

Financial Industry Regulatory Authority Inc and the SIPC solely to assist you and the

other specified parties in evaluating Nicol Investors Corporations compliance with the

applicable instructions of the General Assessment Reconciliation Form SIPC-7 Nicol

Investors Corporations management and Board of Directors are responsible for the

Companys compliance with those requirements This agreed-upon procedures

engagement was conducted in accordance with attestation standards established by the

American Institute of Certified Public Accountants The sufficiency of these procedures

is solely the responsibility of those parties specified in this report Consequently we

make no representation regarding the sufficiency of the procedures described in the

following schedule either for the purpose for which this report has been requested or for

any other purpose

We were not engaged to and did not conduct an audit the objective of which would be

the expression of an opinion on the matters described in the accompanying schedule

Accordingly we do not express such an opinion Had we performed additional

procedures other matters might have come to our attention that would have been reported

to you

This report is intended solely for the information and use of the Board of Directors and

management of Nicol Investors Corporation and the applicable regulatory bodies and is

not intended to be and should not be used by anyone other than these specified parties

jA

St Louis Missouri

February 25 2013

MEMBER AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS AND AN INDEPENDENT FIRM

ASSOCIATED WITH THE NORTH AMERICAN REGION OF MOORE STEPHENS INTERNATIONAL LIMITED

KNOWN INTERNATIONALLY AS MOORE STEPHENS BROWN SMITH WALLACE LLC



NICOL INVESTORS CORPORATION

Schedule of Procedures and Findings

December31 2012

Compared the listed assessment payment in Form SIPC-7 with respective cash

disbursement records entries from copies of the check paid and bank statement

noting no differences

Compared the amounts reported on the audited Form X-17A-5 FOCUS report

as amended for the year ended December 31 2012 as applicable with the

amounts reported in Form SIPC-7 as amended for the year ended December 31
2012 noting no differences

Compared any adjustments reported in Form SIPC-7 as amended with

supporting schedules and working papers such as the quarterly FOCUS reports as

amended and related documentation noting no differences

Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 as

amended and in the related schedules and working papers such as the quarterly

FOCUS reports as amended supporting the adjustments noting no differences



SECURI INVESTOR PROTECTION CORE ATION
P.O Box 92185 Washington D.C 20090-2185

202-371-8300

General Assessment Reconciliation

For the fiscal year ended ______________________ 20_
Rend carefully the instructions in your Working Copy before completing ths Form

TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS

Name of Member address Designated Examining Authority 1934 Act registration no and month in which fiscal year ends for

purposes of the audit requirement of SEC Rule 17a-5

1717

Note If any of the information shown on the

mailing label requires correction please e-mail

any corrections to torm@sipe.org and so

indicate on the form filed

Name and telephone number of person to

contact respecting this form

G.F
apThyable to SIPC

Toroimust be same as above

Overpayment carried torward

SIPC-7

33-REV 7/10

SIPC-7

33-REV 7/10

065566 FINRA DEC

NICOL INVESTORS CORPORATION

EXECUTIVE PARK
GRANITE CITY IL 62040-2660

General Assessment item 2e from page

Less payment made with SIPC-6 tiled exclude interest

Date Paid

Less prior overpayment

JDcc0

OOO
7Qo

__days at 20% per annum

.rayment carried forward

00

Subsidiaries and predecessors included in this form give name and 1934 Act registration number

The SIPC member submitting this form and the

person by whom it is executed represent thereby

that all information contained herein is true correct

and complete

Dated the 24
day of

Oc..ATtoN
organzationl

He

This form and the assessment payment Is due 60 days after the end of the fIscal year Retain the Working Copy of this form

for period of not less than years the latest years in an easily accessible place

Dates ___________
Postmarked

Calculations __________

Exceptions

cn Disposition of exceptions

Received Reviewed

Documentation Forward Copy



DETERMITION OF SIPC NET OPERATING- VENUES
AND GENERAL ASSESSMENT

Item No
2a Total revenue FOCUS Line 12/Part IA Line Code 4030

2b Additions

Total revenues trom the securities business of subsidiaries except foreign subsidiaries and

predecessors not included above

Net loss from principal transactions in securities in trading accounts

Net loss from principal transactions in commodities in trading accounts

Interest and dividend expense deducted in determining item 2a

Net loss tram management of or participation in the underwriting or distribution of securities

Expenses other than advertising printing registration
tees and legal fees deducted in determining net

protit from management of or participation in underwriting or distribution of securities

Net loss from securities in investment accounts

Total additions

Amounts for the fiscal period

beginning ___________
20_

and ending _________ 20_

Eliminate cents

8E7Q17

2c Deductions

Revenues from the distribution of shares of registered open end investment company or unit

investment trust from the sale of variable annuities from the business of insurance from investment

advisory services rendered to registered investment companies or insurance company separate

accounts and from transactions in security futures products a173
Revenues from commodity transactions

Commissions floor brokerage and clearance paid to other SIPC members in connection with

securities transactions

Reimbursements for postage in connection with proxy solicitation

Net gain from securities in investment accounts

tOO% of commissions and markups earned from transactions in certificates of deposit and

ii Treasury bills bankers acceptances or commercial paper that mature nine months or less

from issuance date

Direct expenses of printing advertising and legal fees incurred in connection with other revenue

related to the securities business revenue defined by Section 69L of the Act

Other revenue not related either directly
dr iridiiØly to the securities busines

LSee Instruction

Deductions in excess of $100000 require documentation

Total interest and dividend expense FOCUS Line 22/PART tA Line 13

Code 4075 plus line 2b4 above but not in excess

of total interest and dividend income $________

ii 40% of margin interest earned on customers securities

accounts 40% of FOCUS line Code 3960

Enter the greater of line or ii

Total deductions

2d SIPC Net Operating Revenues

2e General Assessment .0025

\7.9i4
452---
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